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Entrepreneurial bricolage and service innovation-based competitive strategy 
 
ABSTRACT 
The criticality of service innovation in building and sustaining competitive advantage is 
increasingly recognized in the marketplace. Using empirical data from US and Australian 
project-oriented firms, this study uses a multi-staged multi-method research program to 
demonstrate how entrepreneurial service firms strategically combine resources at hand 
(bricolage) to innovate and stay ahead of rivals. The research shows that service 
entrepreneurship (SE) and bricolage influence two forms of service innovation (interactive 
and supportive), which in turn is associated with sustained competitive advantage (SCA). The 
results suggest that SE and bricolage indirectly relate to SCA through service innovation. The 
findings offer novel insights into how project-oriented service firms engage in innovation and 
suggest a more complex model of innovation-based competitive strategy than previously 
envisaged. In short, the findings encourage the “making do by combining resources at hand” 
as higher levels of entrepreneurial bricolage are associated with higher levels of interactive 
and supportive innovation enabling SCA. 
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1. Introduction 
 The growing significance of services (e.g., Bitner, Ostrom, & Morgan, 2008; Jana, 2007; 
Sheehan, 2006), places increased emphasis on the need for a service-centered approach to 
value creation (Bitner & Brown, 2008; Lusch, Vargo, & O'Brien, 2007; Song, Di Benedetto, 
& Song, 2000). Service innovation improves overall firm performance and is an important 
source of competitive advantage (e.g., Bharadwaj, Varadarajan, & Fahy, 1993; Gray, Matear, 
Deans, & Garrett, 2007; Johne & Storey, 1998).  
 However, several gaps require attention. First, most approaches to conceptualizing service 
innovation are based on manufacturing despite the growing recognition of key differences 
between service and manufacturing innovation (c.f. Atuahene-Gima, 1996a, 1996b; Hipp & 
Grupp, 2005; Miles, 2001). Service specific characteristics need to be more clearly identified 
to facilitate conceptualization of service innovation. Second, the majority of studies in service 
innovation pay scant attention to the implications of resource constraints in a firm’s pursuit of 
innovation. While firms often operate under conditions of environmental constraints and 
dependencies (e.g., Casciaro & Piskorski, 2005), less is known about how firms create value 
from ostensibly identical resources. Entrepreneurial initiatives are often carried out in 
resource-constrained environments where firms adopt “bricolage”, that is, the strategic 
combining of existing resources to create unique opportunities and greater value for clients 
(c.f., Baker & Nelson, 2005; Garud & Karnoe, 2003).  Third, research examining the role of 
entrepreneurship, in particular conceptualizations of entrepreneurship appropriate to capture 
services context, is limited.  
Addressing these gaps and building on the capability view of competitive strategy (Day, 
1994; Grant, 1991), this paper examines the role of service entrepreneurship (SE) and 
bricolage in the service innovation and competitive advantage process. In a novel 
conceptualization, the paper argues that value created through service innovation and as 
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perceived by the service provider (c.f. O'Cass & Ngo, 2010) comprises two forms: interactive 
(i.e., direct value creation experienced by the client) and supportive (i.e., indirect value 
creation at the back-end). This study tests a conceptual model using both US and Australian 
data from project-oriented firms, that is, firms that use projects to deliver services to clients 
(e.g., architectural, engineering, construction firms). Such firms engage in entrepreneurial 
behaviors leading to innovation in resource constrained environments (Barrett & Sexton, 
2006). The project-oriented service firm context also facilitates longer client-service provider 
relationships making it possible to capture sustained competitive advantage (SCA) in a 
service firm context.  
The remainder of the paper is as follows. First, there is a review of the literature on service 
innovation-based performance; second, a presentation of the conceptual model and 
hypotheses follows; third, a discussion of the research method and key findings; finally, the 
paper presents the conclusions and implications for theory and practice.  
2. Literature review  
Several key themes emerge from the review of service innovation-based performance 
literature (key studies summarized in Appendix 1). First, the literature suggests that service 
innovation positively affects performance and enables the firm to offer superior value in 
comparison to competitors. For instance, service innovation that incorporates knowledge from 
customers and frontline employees has been shown to impact sales performance (Melton & 
Hartline, 2010) and cost and competitive performance (Blazevic & Lievens, 2004). Similarly, 
service differentiation  and a focus on service innovation has been shown to enhance 
competitive advantage (Gebauer, Gustafsson, & Witell, 2011). Although much attention has 
been devoted to service innovation outcomes, little, if any, empirical research exists about the 
prevalence of persistent superior market positional advantages in service firms. There are 
mixed views in the literature with some scholars in favor while others argue against the notion 
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of service innovation-based SCA. The ease of copying services (e.g., Teixeira & Ziskin, 
1993) and difficulties in patenting services (Cowell, 1988) are commonly cited reasons given 
by those who argue against innovation-based competitive advantage. But those who argue in 
favor observe that the cornerstone of persistent performance lies in the capabilities or core 
competencies that are identified, built and nurtured by the firm (c.f. Grant, 1996). Several 
studies in the service innovation-based performance literature subscribe to the capabilities-
based view (e.g., Agarwal & Selen, 2009; Chen, Tsou, & Huang, 2009; Den Hertog, Wietze, 
& De Jong, 2010). The capabilities-based view of competitive strategy suggests that a firm 
can achieve competitive advantage through the distinctive capabilities possessed by the firm 
(Day, 1994; Grant, 1991). A number of scholars see the inimitability of distinctive capabilities 
or the “capability differential” as a key element of SCA within that context (e.g., Bharadwaj, 
et al., 1993; Grant, 1991; Hall, 1993). While this debate remains inconclusive, more research 
is needed to model the antecedents of service innovation and to examine innovation strategy 
in other service industry settings.  
Second, service innovation has been characterized as distinct from manufacturing 
innovation (Gallouj & Windrum, 2009), with several researchers suggesting important 
differences (e.g., Johne & Storey, 1998). For instance, the incremental and continuous nature 
of service innovation and the absence of “developmental stages” and R&D departments in 
service firms suggest that service innovation is inherently different from manufacturing 
innovation (Johne & Storey, 1998). Service innovation research suggests that integrating 
customers, employees, suppliers and partners in the innovation process is beneficial to service 
firm performance (c.f. Agarwal & Selen, 2009; Carbonell, Rodríguez-Escudero, & Pujari, 
2009; Frambach, Barkema, Nooteboom, & Wedel, 1998; Halliday & Trott, 2010; Melton & 
Hartline, 2010) and that the growth effect of service innovation is due to the external linkages 
maintained by the innovators (Mansury & Love, 2008). Clearly, while service innovation 
4 
 
 
scholars place more emphasis on the interactive and relational aspects that influence the 
performance outcomes associated with service innovation, less research exists on how firm 
performance is achieved and sustained through innovation. 
Finally, conceptualizations of service innovation range from broad theoretical perspectives 
(e.g., Den Hertog, et al., 2010; Paswan, D'Souza, & Zolfagharian, 2009) to studies that 
present fine-grained empirical evidence of the connections in relation to innovation outcomes 
in the microcosm of service innovation-based performance (e.g., Eisingerich, Rubera, & 
Seifert, 2009; Song, Song, & Di Benedetto, 2009). However, the mechanisms underpinning 
the strategic combination of resources by service firms leading to service innovation have 
received little or no attention. In the context of resource constrained environments, while 
Baker and Nelson (2005, p. 335) note, “... combining resources for new purposes sometimes 
serves as a mechanism driving the discovery of innovation in the form of new services from 
existing resources”, little, if any, understanding exists of the drivers of this process. A 
compelling explanation for the ability of firms to create, discover and exploit entrepreneurial 
opportunities is yet to emerge (Zahra, Sapienza, & Davidsson, 2006). Similarly, the role of 
entrepreneurship in driving service innovation opportunities in the context of the theory of 
competition within a service system requires further attention (Spohrer, Maglio, Bailey, & 
Gruhl, 2007). The literature in general reflects the need for a greater understanding of 
resource seeking and resource combination behaviours that service firms adopt in creating 
new services from existing resources. In the project-oriented context, where managers are 
expected to create new resource combinations and strategically deploy the outcomes, a greater 
need for this knowledge exists. These gaps warrant further examination. 
3. Conceptual model and hypotheses 
3.1. Conceptual model and system of relationships 
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 Building on the capability view of competitive strategy, this research posits that 
entrepreneurial project-oriented service firms pursuing innovation-based competitive strategy 
nurture and develop bricolage capability – strategically recombining resources to exploit 
unique value-creating opportunities, which in turn lead to higher levels of service innovation. 
The model depicted in Figure 1 suggests that SE and bricolage influence two different forms 
of service innovation (interactive and supportive), which in turn affects SCA. Supportive 
innovation has a positive effect on interactive innovation and both forms of service innovation 
combine to influence SCA. The key constructs and the hypotheses are introduced next. 
     Figure 1 here.  
3.1.1. Service entrepreneurship (SE) 
Strategic entrepreneurial behavior at the firm level reflects consistency in the patterns of 
decisions taken by an organization (Murray, 1984). The behavioral approach to 
entrepreneurship that has gained prominence in entrepreneurship-innovation research over the 
last decade conceptualizes entrepreneurship as a manifestation of firm behavior (e.g., Covin & 
Slevin, 1991; Lumpkin & Dess, 1996; Miller, 1983) and predominantly uses the dimensions 
of innovativeness, proactiveness and risk-taking in the operationalization of firm level 
entrepreneurship (c.f., Zahra, Jennings, & Kuratko, 1999). Proactiveness refers to how firms 
relate to market opportunities by seizing initiatives in the marketplace; innovativeness reflects 
the presence of support for new ideas, experimentation, novel solutions to problems and 
creativity; risk-taking reflects the willingness of the management to commit resources to 
opportunities, an undertaking which may entail failure (Lumpkin & Dess, 2001).  
While the behavioral approach has originated and is primarily applied to examine 
entrepreneurship and innovation in a manufacturing context, the paper argues that this 
approach is inadequate to capture the unique operational characteristics in service firms, in 
particular, adaptiveness needed for greater interaction with clients as part of their 
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entrepreneurial posture (c.f. Salunke, Weerawardena & McColl-Kennedy, 2011). The study 
proposes the additional dimension of adaptiveness to strengthen the behavioral 
entrepreneurship construct. Adaptive behaviors towards customer/client needs may include 
the firm’s adaptation in response to the client’s requirements as well as customization of the 
service offering (Bettencourt & Gwinner, 1996), thus reflecting the firm’s efforts to 
continually seek potential value creation opportunities by employing adaptive means. The 
research therefore posits that entrepreneurial service firms (in addition to innovativeness, 
proactiveness and risk-taking) tend to show a proclivity towards adaptiveness by anticipating 
and responding to customer/client needs and problems as part of their entrepreneurial stance.  
3.1.2. SE and bricolage 
Entrepreneurial initiatives are often carried out in resource constrained environments (c.f., 
Baker & Nelson, 2005; Garud & Karnoe, 2003) and maneuvering in such environments not 
only requires an entrepreneurial mindset but also capabilities to discern and utilize resources 
at the periphery in order to gain innovative outcomes (Gibbert, Hoegl, & Välikangas, 2007), 
that is, bricolage. In this research, bricolage is conceptualized as a distinctive capability and 
refers to the project-oriented service firm’s capacity to recombine resources when faced with 
resource constraints or when having to work with limited resources to generate greater value 
to its clients. Specifically, such behaviors comprise making do by recombining resources at 
hand for new purposes (Baker & Nelson, 2005). The link between SE and bricolage is based 
on the strategic choice perspective (Child, 1972) which views managerial choices and ability 
as being purposefully enacted (Van de Ven & Poole, 1995). Not only would managerial 
intervention accentuate and shape the strategic use of bricolage, firms will be able to better 
differentiate skillful from less skillful bricolage (Baker, 2007). Along with entrepreneurial 
persistence involving refusal to be hindered by resource constraints imposed by the 
environment (Di Domenico, Haugh, & Tracey, 2010), bricolage is also linked to innovation 
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(Baker & Nelson, 2005; Katila & Shane, 2005). Entrepreneurial bricolage sheds light on the 
processes by which firms create heterogeneous value from ostensibly identical resources 
(Baker & Nelson, 2005). On the other hand, project-oriented service firms in dealing with 
multiple projects, which involves different client specifications, are required to combine both 
tangible and intangible resources to deliver customer value through timely completion of 
projects (Blindenbach-Driessen & Van den Ende, 2006). In project-oriented environments, it 
is clear that small firms persistently move forward by effectively utilizing scarce resources in 
constraining environments to engage in market-based innovation (Barrett & Sexton, 2006). 
The distinctive capabilities that enable firms to gain competitive advantage develop 
consciously and systematically by the willful choices and actions of the firm’s entrepreneurial 
leaders (Grant, 1991).  Thus, entrepreneurial project-oriented service firms engage in 
bricolage behaviors in their quest to deliver superior value to clients:  
H1: SE is positively related to bricolage in project-oriented service firms. 
3.1.3. Service innovation 
Innovation is an effective way to accelerate growth and profitability in service firms, 
contributing to novel ways of value creation (Berry, Shankar, Parish, Cadwallader, & Dotzel, 
2006), both for the firms and their customers (Moller, Rajala, & Westerlund, 2008). While 
early attempts to conceptualize service innovation have examined service innovation 
dimensionality (Den Hertog, 2000; Den Hertog, et al., 2010; Edvardsson & Olsson, 1996) as 
well as the type and degree of service innovations (e.g., Booz-Allen & Hamilton, 1982; Hipp 
& Grupp, 2005; Johne & Storey, 1998), the manner in which service firms create value for 
themselves through innovation that is customer-centric has received scant empirical attention. 
Building on prior studies (e.g., Carman & Langeard, 1980; Edvardsson & Olsson, 1996; 
Larsson & Bowen, 1989) (Table 1), service innovation comprises 1) Interactive innovation 
and 2) Supportive innovation. 
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Table 1 here 
- Interactive service innovation: This innovation refers to the value creating changes 
initiated by the service firm to the service concept and is designed to elicit cognitive, 
affective and behavioral responses from customers/ clients who interact with the new value 
proposition or service concept. Indeed, a firm’s customer orientation is shown to enhance 
service innovation (Matsuo, 2006). When a new service is offered, the customer responds 
by recognizing and actualizing the potential value the new service offers (Michel, Brown, 
& Gallan, 2008). Interactive innovation comprises three concurrent elements experienced 
by the client, a) image or offering related changes (new and/or improvements to the what 
of a service offering) b) service delivery related changes (new and/or improved avenues of 
service delivery) and c) customization related changes (customization options to 
accommodate specialized client/customer needs). 
- Supportive innovation: Supportive innovation refers to the indirect value creating 
changes at the back-end that support the new value proposition. A new service offering has 
to be seamless in providing an adequate “backstage” configuration to support the new 
value proposition with which the customer interacts. Supportive aspects of innovation 
which indirectly create value for the firm and its clients are critical to ensure an 
uninterrupted flow of core and supporting services to the client/customer (e.g., Martin, 
Horne, & Schultz, 1999) and can influence the potential adoption of an innovation (e.g., 
Gatignon & Robertson, 1989; Stoneman & Ireland, 1983). Akin to interactive innovation, 
supportive innovation comprises three concurrent elements of change: a) service 
production related changes (identification and integration of new and/or improved 
resources in the service production process), b) sourcing related changes (new and/or 
improved sourcing) and c) service quality related changes (new and/or improved initiatives 
to enhance service quality).  
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3.1.4. SE and innovation 
The notion that innovation, primarily physical product innovation, and competitive 
advantage are driven by entrepreneurship is well established in the strategy literature (e.g., 
Ahuja & Lampert, 2001; Covin & Miles, 1999). The discovery, creation and exploitation of 
“future” goods and services and its consequences are of central interest to the field of 
entrepreneurship (Venkataraman, 1997). Despite several differences between manufacturing 
and service innovation (c.f. Johne & Storey, 1998), some of which may present obstacles to 
service innovation (Miozzo & Grimshaw, 2005), service firms rely on entrepreneurial 
processes to drive value creating changes through service innovation (e.g., MacMillan & 
McCaffery, 1984).  
Service innovation comprises strategic changes made to the service value chain. On one 
hand, firms that are more customer-oriented and depend on customer input in the innovation 
process are more likely to focus on a better alignment of customer needs with innovation 
(Alam, 2002). This focus in turn is likely to influence the firm towards innovation at the front-
end as such firms generate more ideas and accelerate their implementation, often producing 
incremental innovations (c.f. Ordanini & Parasuraman, 2011). On the other hand, a firm’s  
input in the innovation process that involves suppliers and business partner collaboration are 
likely to introduce fundamental system-level changes resulting in substantial innovations (c.f. 
Ordanini & Parasuraman, 2011), the locus of which is at the back-end as described earlier. 
Regardless of the innovation locus, these initiatives are inherently entrepreneurial as the 
process involves discovering and exploiting new value creation opportunities. Thus these 
changes, embodied as interactive and supportive service innovation, are driven by SE:  
H2: SE is positively related to interactive innovation in project-oriented service firms.  
H3: SE is positively related to supportive innovation in project-oriented service firms. 
3.1.5. Link between interactive and supportive service innovation 
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For a new service to function effectively robust links ought to exist between value 
propositions offered by the firm and the underlying support systems and processes. In relation 
to this link, Mahajan, Vakharia, Paul and Chase (1994) empirically demonstrate 
interdependent mutually reinforcing linkages between the marketing and operations functions. 
In the project-oriented context, when the firm develops a new area of expertise as part of its 
offerings, new routines are needed which may include provisioning of new resources and 
capabilities dedicated to support and create value through the new initiatives.  
Instances occur, however, when service firms over-promise and under-deliver or under-
promise and over-deliver (e.g., Berry, Zeithaml, & Parasuraman, 1985). The intangibility of 
services and the ease of developing new services on one hand leads to a proliferation of new 
services (Easingwood, 1986) and on the other the inability to fully communicate the benefits 
of the new service offering to customers (Lievens & Moenaert, 2000). This imbalance 
between the interactive and supportive components creates problems in service quality and is 
detrimental to the firm (Berry, et al., 1985). In a management consulting environment, Bitner, 
Ostrom and Morgan (2008, p. 68) note: “While many of the essential activities that support 
the consulting services are invisible to the client, understanding the fact and how these 
activities link to the client is essential to ensuring the value proposition”. Therefore, 
provisioning resources and steps that create new value for the customer are an inherent 
component of the service innovation process:  
H4: Supportive innovation is positively related to interactive innovation in project-oriented 
service firms. 
3.1.6. Bricolage and innovation 
Penrose (1959, p. 75) in her pioneering contribution to the resource-based view of 
competitive strategy  argues that, "Not only can the personnel of a firm render a 
heterogeneous variety of unique services, but also the material resources of the firm can be 
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used in different ways, which means they can provide different kinds of services", suggesting 
a link between the utilization of resources and innovative service output. Project-oriented 
firms collaborate and engage in “collective bricolage”. Diverse linkages facilitate interaction 
and learning between different actors that allow for mutual co-shaping of emergent bricolage 
processes (Garud & Karnoe, 2003). Building on this view and using empirical evidence (e.g., 
Ciborra, 2002), Baker and Nelson (2005) suggest that “the process of combining resources for 
new purposes sometimes serves as a mechanism driving the discovery of innovations in the 
form of new “services” from existing resources” (p. 335).  
If indeed bricolage is likely to influence innovation in general, a question in relation to this 
research is whether service firms make frugal use of resources in a balanced manner at the 
front-end (interactive) and back-end (supportive). As firms (and in particular small firms) 
seldom excel in all aspects of service innovation simultaneously, it is important to determine 
the ideal configuration of service offerings to appeal to their target markets (Haugland, 
Myrtveit, & Nygaard, 2007). Given resource constraints, firms might choose to prioritize and 
accord more importance (and consequently resources) to the interactive aspects of the 
innovation rather than the supportive aspects. Therefore, following hypotheses are advanced: 
H5: Bricolage is positively related to supportive innovation in project-oriented service firms. 
H6: Bricolage is positively related to interactive innovation in project-oriented service firms. 
3.1.7. Innovation and sustained competitive advantage (SCA) 
SCA refers to the firm’s pursuit of “superior marketplace position” by outperforming its 
rivals. Past research suggests that although sustaining competitive advantages in volatile 
environments is difficult, competitive advantage in stable business environments can be 
sustained (e.g., Eisenhardt & Martin, 2000). While researchers discuss “mobility barriers” 
(Porter, 1980), “imperfect factor markets” (Barney, 1986)  and isolating mechanisms (Rumelt, 
1984) as means to sustain competitive advantage, limited research exists that empirically 
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validates whether factors that generate superior economic performance sustain over time. This 
research adopts the equilibrium definition of SCA proposed by Barney (1991, p. 102): “A 
firm is said to have SCA when it is implementing a value-creating strategy not simultaneously 
being implemented by any current or potential competitors and when these other firms are 
unable to duplicate the benefits of this strategy.” A key factor that leads to the sustainability 
of a competitive advantage is the inability of competitors to imitate the innovation-based 
value configuration that produced the advantage (Barney, 1991). The inability to imitate is 
attributed to isolating mechanisms which increase the costs associated with strategic imitation 
and act as a powerful barrier to imitation, thereby ensuring consistent superior performance in 
service firms (Bharadwaj, et al., 1993). As such, this characterization is consistent with prior 
research in competitive strategy that has operationalized SCA (e.g., Weerawardena & O'Cass, 
2004). Thus, innovation resulting from entrepreneurial actions and bricolage leads to an 
inimitable competitive advantage: 
H7: Interactive innovation is positively related to SCA in project-oriented service firms. 
H8: Supportive innovation is positively related to SCA in project-oriented service firms. 
4. Method 
The data collection for this study was undertaken in three phases. First, qualitative in-depth 
interviews were undertaken with the CEOs of project-oriented firms to gain deep insights into 
their understanding of innovation and the role played by innovation in gaining and sustaining 
competitive advantage. Second, an exploratory survey-based study was conducted on an 
Australian sample of project-oriented firms using senior managers as respondents. This phase 
was followed by a confirmatory survey-based study using a sample of US project-oriented 
firms.  
4.1. The qualitative study 
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14 in-depth interviews with CEOs and senior managers in project-oriented firms in a major 
Australian capital city were conducted to explore the antecedents of service innovation and its 
role in sustaining competitive advantage. Questions included open-ended as well as follow-up 
probing questions (Creswell, 2009). For example, “What are some of the innovations that you 
have undertaken in the last three years?”, “Would you say that being innovative helps you 
stay ahead of competitors?” The interviews, conducted by two interviewers simultaneously, 
ranged from 60-75 minutes, were comprehensive and focused on the in-depth coverage of 
identified questions. Interviews were recorded, transcribed and analyzed using conventional 
coding procedures (Miles & Huberman, 1984). Each interview on average yielded just over 
20 pages comprising about 1000 lines of transcript. A systematic step-wise recursive process 
was followed in the thematic analysis of the data to identify repeated patterns of meaning 
relevant to this research. Finally, the themes were refined and validated by revisiting the raw 
data and confirming interpretations. The findings provided support for the hypothesized 
relationships summarized in Table 2. 
Table 2 here 
4.2. The quantitative studies 
 The first sample of Australian project-oriented firms obtained through mail surveys 
yielded 192 usable surveys representing a response rate of over 10%. The most common types 
of organizations in the Australian sample are firms that offer building and construction 
services (48%), followed by architectural, engineering and design services (28%). The 
average age of the firm is 31 years, with each respondent associated with the firm for 
approximately 17 years. The second confirmatory sample comprises US project-oriented 
firms obtained through a professional market research company using an online panel of 
senior managers. A total of 261 usable responses were obtained with a corresponding 
response rate of over 20%. The most common types of organizations in the US sample are 
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firms that offer healthcare services (20%), education services (13%), professional, scientific 
and technical services (10%), and telecom, financial and construction (6% each). The average 
age of the firm is 39 years with the respondent associated with the firm for approximately 10 
years. In terms of size of the firm, in the Australian sample, approximately 70% of the firms 
employ 100 employees or less with a corresponding figure of approximately 48% for the US 
sample. Thus, the exploratory (N=192) and confirmatory study (N=261) samples were of 
sufficient size to achieve a high level of statistical power (McQuitty, 2004). Potential non-
response bias was assessed by comparing groups of early respondents with late respondents 
(Armstrong & Overton, 1977). A series of Mann-Whitney U tests conducted between the 
groups using demographic and non-demographic variables revealed no significant differences 
indicating that non-response bias was not a problem in the current study.  
4.2.1. Measures  
Measures used in the study are drawn from existing scales and modified through the 
qualitative study. The measures and the associated items are provided in Appendix 2.  
Service entrepreneurship (SE): The operationalization of SE as a behavioral construct is in 
line with the prior work in firm-level entrepreneurship (e.g., Covin & Slevin, 1991; Naman & 
Slevin, 1993). SE is an aggregate measure of four items, the first three representing the 
elements of proactiveness, innovativeness and risk-taking (Covin & Slevin, 1986), and a 
fourth item representing adaptiveness (Gwinner, Bitner, Brown, & Kumar, 2005). SE is 
assessed using a semantic differential type scale.  Bricolage: Bricolage is operationalized 
using three items based on the conceptualization of firm-level entrepreneurial bricolage 
behaviors by Baker and Nelson (2005), using a Likert-type scale (anchored by “Never” and 
“Frequently” at the endpoints). Service innovation: Both interactive and supportive service 
innovation measures are operationalized using six items each based on prior work done in 
service innovation by Howells and Tether (2004), Edvardsson and Olsson (1996), Den Hertog 
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(2000) as well as items derived from the qualitative case studies. Interactive and Supportive 
Service Innovation are assessed by using a Likert-type scale (anchored by “Remain 
Unchanged” and “Have Changed Completely” at the endpoints). Sustained competitive 
advantage (SCA): SCA is operationalized using four items derived from the qualitative study 
and based on Bharadwaj, et al. (1993) and Barney’s (1991) work with an emphasis on the 
inability of competitors to duplicate the benefits of an innovation strategy. SCA is assessed by 
using a Likert-type scale (anchored by “Strongly Disagree” and “Strongly Agree” at the 
endpoints). The measures were purified using a reverse item sort task with 5 PhD students and 
an expert panel of 15 professors after which the instrument was pretested on a sample of 25 
senior managers of project-oriented firms.  
4.2.2. Data equivalence 
To test for equivalence, a two-part procedure recommended by Mullen (1995) is 
followed. Accordingly, in the first step, prior to the data collection with the US sample, the 
instrument is tested for face validity and conceptual/calibration equivalence (c.f. Ngo & 
O'Cass, 2011) on a small group of US respondents. In the second step, metric equivalence is 
verified using multi group analysis (Byrne, 2010). The tests for measurement and structural 
invariance indicate the equivalence of the measures and the structural paths across both 
samples.  
4.2.3. Reliability and Validity of the Measures 
 As shown in Tables 3 & 4, the Average Variance Extracted (AVE) for all measures is 
more than 50% in both samples, confirming all measures demonstrated satisfactory 
convergent validity. The AVE provides a stringent test of internal stability and convergent 
validity for the measures (Fornell & Larcker, 1981). Results indicate high levels of construct 
reliability. Discriminant validity is assessed by comparing the variance extracted estimate for 
any two constructs with the square of the correlation estimate between these two constructs 
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(c.f. Hair, Black, Babin, Anderson, & Tatham, 2006). As shown in Tables 3 & 4, all variance 
extracted estimates exceed the squared correlation between the pairs of factors for both 
samples, with the exception of the interactive and supportive innovation constructs. Given 
that both these constructs reflect service innovation and are closely interlinked, the lack of 
discriminant validity among these constructs does not inhibit the analysis. The Harman’s 
single- factor test (Harman, 1967), a post hoc test, conducted to assess potential common 
method bias reveals neither a single nor a general factor emerged, suggesting that any 
systematic variance common to the measures used in the study was not likely.     
4.2.4. Control variables 
Firms of different size and age, and different industries may show different characteristics, 
which in turn may influence performance. Therefore, these variables were included as 
controls. For example, respondents are asked: what year their firm was founded (age); which 
sector the firm primarily operates in (industry); and how many people were employed by the 
firm (size). The base model (control variables only) for the Australian sample explains about 
1.5% of the variance in the SCA construct. Age → SCA (coefficient: -.022, p=.773; t-statistic: 
-.288); Industry → SCA (coefficient: -.105, p=.172; t-statistic: -1.37); Size → SCA 
(coefficient: -.057, p=.457; t-statistic: -.743). The main effects model along with the control 
variables explains 39% variance in the SCA construct. The base model for the US sample 
explains about 6.0% of the variance in the SCA construct. Age → SCA (coefficient: -.114, 
p=.083; t-statistic: -1.734); Industry → SCA (coefficient: -.075, p=.251; t-statistic: -1.148); 
Size → SCA (coefficient: -.206, p=.002; t-statistic: 3.094). The main effects model along with 
the control variables explains 40% variance in the SCA construct. None of the control 
variables are statistically significant when included in the main effects model.  
5. Results 
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The scales were validated using exploratory and confirmatory factor analyses (Bearden, 
Hardesty, & Rose, 2001). Exploratory factor analysis with oblimin rotation was undertaken 
for all the measures. As shown in Table 3 & 4, the analyses support the unidimensionality for 
SE, bricolage, interactive and supportive service innovation as well as SCA. The single-factor 
solution for SE, bricolage, interactive and supportive service innovation and SCA is retained 
for further testing via confirmatory factor analysis using structural equation modeling. The 
factor loadings for all constructs are acceptable as well as the Cronbach alphas which range 
from 0.73 to 0.87 (exploratory study) and 0.71 to 0.84 (confirmatory study). Fit indices, 
correlations, standardized path coefficients (β) and associated t-values and squared multiple 
correlations are presented in Table 3 and Figure 2 for the exploratory study and Table 4 and 
Figure 3 for the confirmatory study. 
(Table 3 and Figure 2 here.) & (Table 4 and Figure 3 here.) 
5.1. Structural model 
The structural model fit was evaluated using the comparative fit index (CFI), the 
incremental fit index (IFI), the normed fit index (NFI), the Tucker-Lewis index (TLI), the 
standardized root mean square residual (SRMR), and the root mean square error of 
approximation (RMSEA).The estimates indicate good fit of the model to the data with the fit 
indices higher than the recommended 0.9 and the SRMR/ RMSEA lower than the 
recommended 0.08 (Garver & Mentzer, 1999; Hair, et al., 2006). The structural model for 
both samples shows an acceptable fit: (exploratory: χ2 = 428.4, p = .003, df = 225, CFI = .91, 
IFI = .91, NFI = .83, TLI = .90, SRMR = .075, RMSEA = .069; confirmatory: χ2 = 371.98, p 
= .018, df = 225, CFI = .94, IFI = .94, NFI = .87, TLI = .93, SRMR = .067, RMSEA = .050). 
The model explains 37% of the variance in the exploratory study and 40% of the variance in 
the confirmatory study for the SCA construct. Figure 2 & 3 illustrate the results of the 
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structural model. The path coefficients for the constructs are expressed in the standardized 
form with the associated t-values in the parentheses.  
For both samples, as hypothesized, a significant positive relationship exists between SE 
and Bricolage [H1: βexploratory= 0.69 (p<.001); βconfirmatory= 0.64 (p<.001)]; a moderate 
significant positive relationship between SE and Interactive Service innovation [H2: 
βexploratory=0.13 (p<.05); βconfirmatory=.26 (p<.001)]; a significant positive relationship between 
Bricolage and Supportive Service Innovation [H5: βexploratory=.61 (p<.001); βconfirmatory=.65 
(p<.001)]; a strong and significant positive relationship between Supportive Service 
Innovation and Interactive Service innovation [H4: βexploratory=.86 (p<.001); βconfirmatory=.76 
(p<.001)]; and a significant positive relationship between Interactive Service Innovation and 
SCA [H7: βexploratory=.61 (p<.001); βconfirmatory=.63 (p<.001)]. Contrary to predictions, no 
support is found for the hypothesized relationships between SE and Supportive Service 
Innovation (H3); Bricolage and Interactive Service Innovation (H6); and Supportive Service 
Innovation and SCA (H8).    
To test the robustness and validity of the model an alternative model is tested following 
recommended procedures (e.g., Kelloway, 1998). Accordingly, a competing model is 
developed where SE drives bricolage as well as interactive and supportive service innovation 
which in turn affect sustained competitive advantage. The intent therefore is to examine 
whether the interplay of bricolage with the service innovation constructs are significant. As 
the fit indices indicate, the final model is superior to the competing model with superior fit 
with the data in both samples. 
Table 5 and Table 6 here. 
Taken together, the results support the overall model of innovation-based competitive 
strategy. Project-oriented service firms appear to engage in entrepreneurial and bricolage 
behaviors to pursue service innovation leading to SCA. Interestingly, on one hand, 
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entrepreneurial orientation appears to directly influence interactive service innovation and 
indirectly influence supportive service innovation through bricolage - the indirect effect 
suggesting the role of SE in the parsimonious use of backstage resources. In contrast, 
bricolage appears to directly influence supportive service innovation and indirectly influence 
interactive service innovation. Finally, the direct effect of interactive innovation and indirect 
effect of supportive service innovation on sustained competitive advantage is noteworthy, 
suggesting that newly created value when directly experienced by the client/customer enables 
firms to stay ahead of competitors.     
6. Discussion  
As the first study to systematically explore innovation-based competitive strategy in a 
project-oriented context using a multi-method, multi-sample approach, the research provides 
insights into how service firms innovate and stay ahead of rivals. The findings contribute to 
the literature on service innovation-based competitive strategy in several important ways. 
First,  in a novel conceptualization of SE, the conventional behavioral approach comprising 
three dimensions of proactiveness, innovativeness and risk-taking (e.g., Covin & Slevin, 
1986) was strengthened with an additional dimension of adaptiveness. The incorporation of 
the adaptiveness dimension into entrepreneurship responds to concerns by Zahra, Jennings 
and Kuratko (1999) who find that the service sector, despite being one of the fastest growing 
sectors, has received only modest attention compared to manufacturing. They suggest that one 
of the probable reasons for the disproportionate attention is that “researchers do not 
understand service companies’ operations” (p. 50).  
Second, SE appears to have a strong significant and positive relationship with bricolage. 
This finding substantiates the view that entrepreneurial behaviors including the refusal to be 
constrained by limitations are the main drivers behind the mobilization and efficient 
combination of resources (e.g., Di Domenico, et al., 2010; Garud & Karnoe, 2003). In regards 
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to hypothesized relationships between SE and the two types of service innovation (i.e., 
interactive and supportive), the results suggest that SE is a direct predictor of Interactive 
Innovation, but not of Supportive Innovation. Rather, SE appears to indirectly influence 
Supportive Innovation via Bricolage. Further, in relation to the differences between the 
samples, the strength of the relationship between SE and Interactive Innovation in the US 
sample is almost as twice that of the Australian sample [H2: βexploratory=0.13 (p<.05); 
βconfirmatory=.26 (p<.001)], which suggests that US project-oriented firms appear to make better 
use of entrepreneurial initiatives to achieve Interactive Innovation than Australian firms. The 
results also suggest that SE is a critical driver of service innovation and supports the notion 
that entrepreneurship positively influences innovation and competitive advantage (e.g., Ahuja 
& Lampert, 2001). These results contribute to services literature by demonstrating that 
adaptiveness is intertwined with proactiveness, innovativeness and risk-taking behaviors, 
which taken together represent a manifestation of SE that substantiates its link with service 
innovation. 
Third, the inclusion of bricolage represents an attempt to understand the parsimonious 
combination of resources to create greater value for the firm through service innovation. The 
study contributes to the capability-based view of competitive strategy by conceptualizing and 
measuring bricolage as a distinctive capability having the potential to contribute to the SCA 
process of project-oriented firms. Past research examines the role of bricolage primarily in 
manufacturing innovation. Some leading contributors to the entrepreneurship literature argue 
that entrepreneurial postures tend to be resource-consuming (Covin & Slevin, 1991; 
Romanelli, 1987), suggesting that entrepreneurial capacity will, to some extent, be limited by 
its resource base. However, in somewhat of a departure, the bricolage view argues that 
entrepreneurial firms tend to strategically recombine limited resources in an effort to create 
superior value. The findings lend credence to this view. The qualitative findings together with 
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survey findings indicate that entrepreneurial firms ingeniously source material resources and 
effectively manage skilled labor when faced with resource constraints imposed by 
competitive external environments. The findings suggest that bricolage, akin to SE, has a 
direct significant and positive effect on Supportive Innovation, and an indirect significant 
effect on Interactive Innovation. Contrary to H6, the indirect effect appears to be through 
Supportive Innovation. Although entrepreneurial firms strategically recombine resources, 
such initiatives are clearly evident at the back-end where there is supportive innovation rather 
than where actual service delivery occurs in engaging or interacting with the customer/client. 
That is, entrepreneurial firms draw a distinction when there is value-seeking and 
parsimonious utilization of resources, and tend to put their best foot forward when engaging 
with customers/ clients. Perhaps, the negative associations with value-seeking, as illustrated 
by the classic dilemma facing Giordano in its struggle to transform itself from a “value for 
money” brand into a more up-market brand (c.f. Saxena & Khandelwal, 2010), is a plausible 
explanation.  
Fourth, the novel conceptualization of service innovation as comprising Interactive 
Innovation (characterized as value creating changes visible to the customer, namely image, 
delivery and customization-related) and Supportive Innovation (characterized as value 
creating changes not visible to the customer, namely production, sourcing and production-
related) advances the service innovation literature. The findings suggest that while Interactive 
Innovation is necessary to outperform rivals, an adequate match with a supporting backstage 
configuration is required, without which a gap in desired outcomes is likely. This 
interpretation has some support in the services literature where researchers have cautioned 
against over-promising and under-delivering or vice versa (e.g., Berry, et al., 1985). As noted 
earlier, the intangibility of services and the ease of developing new services on the one hand 
leads to a proliferation of new services (Easingwood, 1986) while on the other to an inability 
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to fully communicate the benefits of the new service offering to customers (Lievens & 
Moenaert, 2000). This imbalance between the interactive and supportive components creates 
problems in service quality and is detrimental to the firm (Berry, et al., 1985).  
Fifth, this paper conceptualizes and operationalises sustained competitive advantage (SCA) 
in terms of competitors’ inability to imitate the advantages gained through service innovation 
(Bharadwaj, et al., 1993), namely,  (a) a “superior marketplace position” as perceived by the 
firm’s managers, (b) clients’ appreciation of advantages, and (c) the inability of potential and 
current competitors to duplicate the new services that have been introduced. This approach is 
consistent with Barney’s (1991) view that whether or not a competitive advantage is sustained 
depends upon the competitors’ inability to overcome advantages, rather than a period of 
calendar time. Day and Wensley (1988) observe the inadequacy of financial indicators to 
capture competitive advantage as they represent past advantages and advocate the need for 
competitor-centred approaches to assessing advantage. Similarly, past competitive advantage 
literature has primarily focused on positional advantages gained through superior physical 
product (c.f., Song & Parry, 1997) and researchers have paid scant attention to capturing SCA 
in a service context, a gap this research addresses.  
Finally, the findings contribute to the theory of competitive strategy by examining the role 
of service innovation in SCA in a project-oriented service firm context. The findings suggest 
that Interactive and Supportive Service Innovation differentially affect SCA. On one hand, the 
influence of the Interactive Service Innovation on SCA is consistent with H7 and concurs with 
prior literature that associates superior customer value creation with outperforming 
competitors (Bharadwaj, et al., 1993). While on the other hand, this study finds only partial 
(mediated) support for the hypothesis on the influence of Supportive Service Innovation on 
SCA. The  key to the somewhat unexpected finding is  that the innovative changes that the 
customer discerns and experiences can provide avenues for implementing a superior value 
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creating strategy, the benefits of which competitors are unable to duplicate (e.g., Barney, 
1991). By contrast, innovative changes at the back-end need to be in tune with customer 
needs and are dictated by the value creating strategy contingent upon interactions with the 
customer. This linkage is consistent with the distinction between an intended service concept 
(characterized as planned offering from the provider’s perspective) and a realized service 
concept (characterized as an offering actually perceived in the mind of the customer or 
purchased by the customer) (c.f. Roth & Menor, 2003). In the context of this research, the 
former would translate into SCA rather than the latter.  
7. Managerial Implications 
The findings have important implications for managers of service firms. First, service 
firms seeking competitive advantage through the delivery of innovative services must adopt 
an entrepreneurial posture in their strategic decision-making. While innovativeness, 
proactiveness and risk-taking are important ingredients in this behavior, service firms in 
particular must display adaptiveness at the customer interface. Second, service firms must 
persist with value creation initiatives through new and improved service offerings, given that 
innovation is critical to outperform rivals. New and superior alternatives that offer improved 
and unique benefits in line with customer/ client needs and expectations are likely to give 
firms an edge in the marketplace. Third, the results show that a balanced approach towards 
innovation may prove beneficial. Notwithstanding the beneficial effects of the frugal use of 
resources on supportive innovation, managers should exercise caution in economizing in areas 
of value creation which involve customer/ client interaction. The challenge for practitioners 
then is to identify differential aspects, organize between the two types of innovation and 
judiciously invest in appropriate resources to effectively enhance and sustain competitive 
advantage. Fourth, interactive innovation emerges as an important focal construct in this 
study, suggesting that newly created value needs to be compatible with customer/ client 
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needs, without which competitive advantage is difficult to sustain. Considering this 
interdependence, managers need to build mechanisms that dynamically capture information 
pertaining to interaction aspects from customers/ clients and frontline employees. A thorough 
analysis of this information should help firms learn from this experience and improve service 
innovation performance by making early adjustments to the value creation process as well as 
utilizing this knowledge for subsequent comparison and benchmarking purposes. 
8. Limitations and Future Research 
Some limitations must be acknowledged here. First, the cross-sectional survey design 
employed in this research limits the inferences drawn about causality between the variables of 
interest. In the absence of longitudinal data, the manner in which firms create new value and 
outperform competitors over time could not be captured. While this limitation presents 
opportunities for future research to investigate the temporal effects associated with this 
phenomenon, the approach is not different from prior service innovation studies that are based 
on cross-sectional samples (e.g., Chen, et al., 2009; Melton & Hartline, 2010). Second, the 
use of single respondents is limited by issues of key informant bias or by the respondent not 
being privy to all information of interest. However, this is partly overcome by the use of 
senior managers as key respondents, as they have the best vantage point and are likely to be 
knowledgeable and involved in strategic aspects of running the business (Hambrick, 1981). 
Future studies could consider the use of multiple respondents as key informants within a 
single firm. Third, the measures of bricolage, service innovation and sustained competitive 
advantage used in this study were relatively simple, but appropriate given the emphasis of the 
study. These measures are limited given they are depictions of firm behavior rather than 
actual firm behavior. A more comprehensive effort at developing multidimensional scales for 
these constructs is an area worthy of future research. While this study presents an important 
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first step in this direction, caution should be exercised in generalizing findings as is extending 
the model to other contexts.  
Finally, the overall model is limited to the inclusion of constructs driven by parsimony. 
While the model explained adequate variance with respect to the dependent variable, 
potentially more variables could be included to explain how service firms innovate and stay 
ahead of competitors. For instance, the use of dynamic capabilities in gaining and exploiting 
customer-based knowledge and its effect on sustaining innovation-based advantage remains a 
neglected area and could present fruitful avenues for further research. Similarly, future 
research could also examine the associated costs involved in undertaking new value creation.    
9. Conclusion 
The study extends the service innovation literature by conceptualizing and measuring 
service innovation as comprising both interactive and supportive forms. The research argues 
for the need to address resource combination issues, especially relevant in the project-oriented 
context where creation of superior value is contingent upon resourceful and efficient 
provision of client solutions. Overall, the research advances the understanding of how SE, 
bricolage and service innovation constructs behave in the service firm’s effort to gain 
sustainable competitive advantage. As such, the insightful findings provide a feasible 
approach for practitioners to sustain competitive advantage. The study encourages future 
research efforts that extend these findings and offer further insights into this area. 
26 
 
 
Appendix 1: Service innovation-based performance studies  
Author(s) Objective of the paper Domain Research method 
Link to service innovation-based 
performance Main findings/ suggestions 
Den Hertog, et al. 
(2010) 
To identify and reflect on a set of 
dynamic capabilities for managing 
service innovation and applies a 
dynamic capabilities view (DCV) 
of firms for managing service 
innovation. 
Service firms. 
Theoretical - offers a conceptual 
framework of service innovation 
capabilities. 
Propose testing the effect of six 
dynamic service innovation 
capabilities that reflect service 
innovation efforts within the context 
of firm performance.    
The six dynamic service innovation capabilities 
identified are: signaling user needs and 
technological options; conceptualizing; un-
bundling; co-producing and orchestrating; 
scaling and stretching; and learning and 
adapting. Successful service innovators 
outperform their competitors in at least some of 
these capabilities. 
Halliday and Trott 
(2010) 
To illustrate the development of 
relational and interactive service 
innovation through building 
branding competence. 
Service firms. 
Theoretical – proposes a conceptual 
framework of managing relational 
and interactive relationships. 
Implies the understanding of factors 
that are likely to influence customer 
evaluations of a new service are likely 
to ensure successful market 
outcomes. 
Emphasizes on incorporating the ‘customer 
resource’ based on relationships with customers 
and including building branding competence. 
Melton and Hartline 
(2010) 
The study tests a model of new 
service development (NSD) that 
enhances performance outcomes by 
prescribing specific roles for 
customers and frontline employees 
in the NSD process. 
Service firms 
Empirical – interview and survey 
data from 160 service firms from 
different sectors. 
Customer and frontline employee 
participation in specific stages of the 
NSD process indirectly affects sales 
performance and project development 
efficiency outcomes. 
To produce successful new services, firms 
should involve customers in the design and 
development stages to help identify market 
opportunities, generate and evaluate new 
service ideas, define desired benefits and 
features of the potential service, and provide 
extensive feedback for product and market 
testing. 
Agarwal and Selen 
(2009) 
To examine the impact of 
collaboration on innovation in 
services through dynamic capability 
building processes. 
Telecom service 
provider. 
Empirical data from a large telecom 
company – mixed method using 
initial qualitative case interviews 
followed by an online survey across 
the organization (380 valid cases). 
Elevated service offering is 
operationalized in terms of the 
performance and productivity of the 
service innovation. 
Empirically demonstrates that service 
innovation is an outcome of collaborative 
arrangements which generate higher order 
service-related dynamic capabilities.   
Carbonell, 
Rodríguez-Escudero, 
and Pujari (2009) 
To investigate the effects of 
customer involvement on 
operational dimensions and market 
dimensions of new service 
performance. 
Service firms 
from different 
service sectors. 
Empirical - quantitative – Survey; 
102 service firms in Spain. 
Customer involvement has an indirect 
effect on competitive superiority and 
sales performance through technical 
quality and innovation speed. 
The study proposes and tests relationships 
between customer involvement and new service 
performance; market outcomes are determined 
by technical quality and innovation speed 
driven by customer involvement.  
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Chen, et al. (2009) 
To examine service delivery 
innovation, its antecedents and 
effect on firm performance. 
Financial 
services. 
Empirical - quantitative – Survey; 
123 financial service firms in 
Taiwan. 
Validates a scale for service delivery 
innovation; measures firm 
performance using financial and non-
financial indicators; positively links 
service delivery innovation to 
performance. 
Findings indicate that service delivery 
innovation contributes to firm performance. 
Damanpour, et al. 
(2009) 
Examines the impact of innovation 
on firm performance depending 
upon the composition of innovation 
types over time. 
Public service 
organizations in 
the UK 
Empirical - quantitative – Survey; 
longitudinal data collected from 
428 public service firms in UK over 
a four-year period. 
Demonstrates that co-adoption of 
different innovation types (service, 
technological and administrative 
process) influence organizational 
performance in public service 
organizations.  
Findings suggest that focus on adopting a 
specific type of innovation every year is 
detrimental, consistency in adopting the same 
composition of innovation types over the years 
has no effect, and divergence from the industry 
norm in adopting innovation types could 
possibly be beneficial to organizational 
performance. 
Eisingerich, Rubera, 
and Seifert (2009) 
To examine the effects of inter-
organizational relationships on 
service firms’ focus on innovation 
and their performance. 
Business-to-
business 
professional 
service firms. 
Mixed – depth interviews + 
surveys; 38 depth interviews + 114 
surveys. 
Significant and positive impact of 
service innovation focus on firm 
performance. 
The findings highlight the positive impact of 
relationship commitment on the effects of 
service innovation focus on firm performance. 
Paswan, et al. (2009) 
Presents a service innovation 
typology based in the service 
dominant logic and anchored in the 
key determinants of service 
innovation. 
Service firms. 
Conceptual framework of service 
innovation typology. 
The choice of the appropriate type of 
innovation strategy will help 
management redirect resources and 
develop new capabilities that will 
enhance innovation success rate.  
Proposes a service innovation typology 
embedded in the service dominant logic (SDL) 
and anchored by contextually relevant 
dimensions reflecting the key determinants of 
service innovation. 
Song, et al. (2009) 
To develop and empirically test a 
staged model of service innovation 
by incorporating service quality 
aspects.  
Service firm 
sample 
consisting of 4 
service sectors.  
Empirical - mixed - Grounded 
theory + Survey; 4 in-depth case 
studies involving 53 key decision 
makers + 329 US service firms.   
Validates a scale for new service 
performance; the effect of service 
development stages and service 
quality dimensions on new service 
performance.  
 
 
Integration of service quality (training) into 
service development process leads to successful 
service innovation. 
Mansury and Love 
(2008) 
To examine the impact of 
innovation on the economic 
performance of US business service 
firms. 
Business service 
firms. 
Empirical - quantitative – Survey; 
206 business service firms in the 
US. 
Service innovation has a consistently 
positive effect on growth. This 
growth effect of innovation is likely 
due to the external linkages 
maintained by the innovators in the 
process of innovation. 
Positive impact of innovation on firm growth; 
Positive effect of external linkages on firm 
performance; involvement with customers and 
alliance partners have a positive effect on 
growth. 
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Appendix 2 
Service entrepreneurship (SE) items (semantic differential scale 1-5) 
1. … is seldom the first to introduce new services in the marketplace / … is usually the first to 
introduce new services in the marketplace (proactive) 
2. … an emphasis on the marketing of tried and true products or services/… an emphasis on the 
marketing of new and innovative products or services (innovative) 
3. … offers a limited range of options that cater to client requirements/ … uses a wide variety of 
strategies in order to offer appropriate solutions to clients (adaptive) 
4. … take on projects in areas that are more easy to deal with/ … take on projects in areas that 
have not been explored in the past (risk-taking) 
 
Bricolage items 
1. My firm combines resources in ways that challenge conventional business practices 
2. My firm combines resources in a manner that extracts value from under-utilized resources 
3. My firm deploys resources in ways that allow for innovative solutions 
 
Service innovation items 
Interactive 
1. The mode by which your firm interacts with your clients 
2. The areas of expertise that your firm offers 
3. The ways in which the services you provide are delivered 
4. The speed in which your firm delivers services (e.g. accelerated delivery) 
5. The image of your firm (e.g. the portrayal of your brand/reputation) 
6. The flexibility of your products or services (e.g. customization)  
Supportive 
1. The ways in which the services you provide are produced 
2. The ways by which your firm evaluates the quality of the service offered 
3. The nature of technology that is used to produce services 
4. The processes by which your firm procures resources to offer services 
5. The collaborative arrangements your firm has with other businesses  
6. The procedures followed by your firm in training staff  
 
SCA items 
1. The innovations we introduced enabled us to enjoy a superior market position for a reasonable 
period 
2. The new changes we introduced have been appreciated by our clients/customers giving us a 
distinct advantage for some time now 
3. Our competitors could not easily match the advantages of the new products or services that we 
introduced 
4. The new products or services we introduced were a stepping stone for further development 
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Table 1: Selected studies associated with the nature of service innovation 
Forms of service 
innovation 
Elements of change Selected service innovation studies 
Interactive 
 Image/ offering-related  (Halliday & Trott, 2010; Menor, Tatikonda, & 
Sampson, 2002; Sawhney, Wolcott, & Arroniz, 
2006; Tax & Stuart, 1997) 
 Service delivery-related (Chen, et al., 2009; Ho & Zheng, 2004; 
Meuter, Bitner, Ostrom, & Brown, 2005) 
 Customization-related (Carbonell, et al., 2009; Menor, et al., 2002) 
Supportive 
 Service-production-related  (O'Farrell & Moffat, 1991;Sundbo & Gallouj, 
2000) 
 Sourcing-related (Agarwal & Selen, 2009; Eisingerich & Bell, 
2008; Eisingerich, et al., 2009; Mansury & 
Love, 2008; Song & Di Benedetto, 2008) 
 Service quality-related (Carbonell, et al., 2009; Menor, et al., 2002; 
Song, et al., 2009) 
 
Table 2: Innovation-based competitive strategy (Illustrative examples) 
Relationships 
between 
Illustrative Quotes 
SCA and Innovation 
“We have worked hard to create a culture of innovation on those projects because it’s actually one 
of the ways we get judged by the client…whether he selects us or doesn’t (for the project). So 
innovation is a very important part of his consideration as to whether we are an appropriate partner 
or not.” ; “Sometimes you are in there bidding on those jobs… and everyone’s trying to position 
themselves so they have got some kind of unique service or some unique activity that they can 
perform.” ; “I think where the difference (between us and competition) is greater is in areas where 
we have developed niche capabilities” 
Innovation and 
Bricolage 
“…there’s a shortage of sand at the moment, and so the suppliers of sand are charging an absolute 
fortune, … … … so we’re extracting sand out ourselves [from the dam] and using that so we’re 
doing it for half the price of what the market was trying to charge us. So rather than accept the 
status quo that you’ve got to buy it from us at [these prices] we went and sourced our own, 
producing our own sand.” ; “…because of all the pipe work that’s happening, there's a worldwide 
shortage of that pipe, so  we’ve sourced another pipe, xxxx pipe out of Switzerland which we’re 
using. We’ve actually now got a manufacturer who’s making that pipe here for us for a project.” 
SE and innovation 
“The clients are usually after a very coordinated result because they are highly engineered 
facilities but also the architecture in them is very, very specialized… So we decided to form a 
single point of contact that provided a single solution for the pharmaceutical industry… and we 
have grown from there.”; “Some of the business processes that I put in place, you could call those 
innovative…They are not going to sound innovative but relatively speaking they are… This 
business has been broken into streams which align with our products and there’s a manager for 
each stream ….” 
SE and Bricolage 
“We are facing difficulties with getting people in at the moment, particularly in some skilled 
areas… ... So what do you do when the market does not have enough people and you would want 
your business to be viable? We have effectively used more training, workplace flexibility, and 
other things that add value to our employees… … these things are starting to work and getting 
people to stay”; “we’ll make a decision on the fly about whether to go or no go on that particular 
opportunity, based on the risks etc, resourcing, all those types of things... ... That’s as difficult as 
our resourcing gets and we have learnt to be smart about it... and it’s because we’re a project 
driven organization. We don’t commit to further work unless we’re able to figure out the minimal 
resources.” 
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Table 3: Summary statistics (Australian sample) 
Table 4: Summary statistics (US sample) 
Construct  Items in scale  Mean S.D. AVE Cronbach’s alpha/CR (a) (b) (c) (d) (e) Parameter estimates 
 SE (a) 4 3.6 0.75 0.54 0.71/0.82 0.73     0.69-0.76 
Bricolage (b) 3 3.5 0.79 0.70 0.79/0.88 0.64 0.84    0.82-0.85 
Interactive service innovation (c) 6 3.4 0.78 0.56 0.84/0.89 0.58 0.66 0.75   0.68-0.80 
Supportive service innovation (d) 6 3.2 0.79 0.57 0.84/0.89 0.41 0.65 0.87 0.75  0.67-0.83 
Sustained competitive advantage (e) 4 3.6 0.82 0.68 0.84/0.90 0.37 0.42 0.63 0.55 0.82 0.80-0.84 
 Goodness-of-fit indices χ2 df CFI IFI NFI TLI SRMR RMSEA 
 371.98 225 0.94 0.94 0.87 0.93 0.067 0.050 
N=261 (US sample). Values in the diagonal are the square root of the average variance extracted (AVE); χ2 – Chi-square; df – degrees of freedom; CFI – comparative fit index; IFI – incremental fit index; NFI – 
normed fit index; TLI – Tucker-Lewis index; RMSEA – root mean square error of approximation; CR – composite reliability. 
 
Table 5: Australian sample (alternative model) 
 
Goodness-of-fit indices χ2 df CFI IFI NFI TLI SRMR RMSA 
Original model 428.4 225 0.91 0.91 0.83 0.90 0.075 0.069 
Rival  model 492.7 224 0.87 0.87 0.79 0.86 0.072 0.080 
 
Table 6: US sample (alternative model) 
 
Goodness-of-fit indices χ2 df CFI IFI NFI TLI SRMR RMSEA 
Original model 371.98 225 0.94 0.94 0.87 0.93 0.067 0.050 
Rival  model 448.05 224 0.91 0.91 0.84 0.89 0.067 0.062 
 
 
Construct  Items in scale  Mean S.D. AVE Cronbach’s alpha/CR (a) (b) (c) (d) (e) Parameter estimates 
 SE (a) 4 3.3 0.72 0.55 0.73/0.83 0.74     0.72-0.77 
Bricolage (b) 3 3.3 0.82 0.74 0.84/0.90 0.69 0.86    0.82-0.90 
Interactive service innovation (c) 6 3.2 0.70 0.56 0.86/0.89 0.49 0.61 0.75   0.69-0.83 
Supportive service innovation (d) 6 3.1 0.73 0.57 0.84/0.89 0.42 0.61 0.91 0.75  0.71-0.81 
Sustained competitive advantage (e) 4 3.5 0.86 0.72 0.87/0.91 0.30 0.37 0.61 0.56 0.85 0.82-0.88 
 Goodness-of-fit indices χ2 df CFI IFI NFI TLI SRMR RMSEA 
 428.4 225 0.91 0.91 0.83 0.90 0.075 0.069 
N=192 (Australian sample). Values in the diagonal are the square root of the average variance extracted (AVE); χ2 – Chi-square; df – degrees of freedom; CFI – comparative fit index; IFI – incremental fit index; 
NFI – normed fit index; TLI – Tucker-Lewis index; RMSEA – root mean square error of approximation; CR – composite reliability. 
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Figure 1: A Conceptual Model of Service innovation-based SCA 
 
 
Figure 2: Structural model (Australian Sample) 
 
Figure 3: Structural model (US Sample) 
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